
Michael C. Bynane
Assistant General Attorney

Chessie System
'RECORDATION 4oV * ^ ^Filed 1425

Law Department

SEP 18 1979-10.15 Terminal Tower
P. 0. Box 6419
in

September 13,1979

Cleveland. Ohio 44101
INTERSTATE COMMERCE COMMISSION. 216 623 2472

Ms. Agatha L. Mergenovich, Secretary
Interstate Commerce Commission
12th Street and Constitution Avenue, N.W.
Washington, D.C. 20423

Dear Mrs. Mergenovich:
ICC Washington ©. C

Pursuant to 49 U.S.C. §11303 and the Commission's rules and regulations there-
under, as currently administered, I enclose herewith for filing and recordation counter-
parts Nos. 5, 7 and 8 (of 8) of an Equipment Lease dated as of July 2,1979 between
Harold K. Criswell, Weldon J. Smith and Bruce L. Cronander, as Trustee, Lessor, and
The Chesapeake and Ohio Railway Company, Lessee.

The names and addresses of the parties to the aforementioned Lease are as
follows:

(1) Trustee - Lessee:

Harold K. Criswell, Weldon J. Smith and ir^ <£%*
Bruce L. Cronander '^ ^_
c/o Matrix Leasing International Inc. ^ cs=> _
555 California Street gH _ fi
San Francisco, California 94014 .;&"• P* ^3 ^

(2) Lessee: S ^ ~'
as ~~j

The Chesapeake and Ohio Railway Company ^ 7^
One Charles Center (Room 2012)
Baltimore, Maryland 21201

The equipment covered by the aforementioned Lease consists of the equipment
listed on the annexed Attachment A.

There is also enclosed our check in the amount of $50 payable to the Interstate
Commerce Commission representing the fee for recording the aforementioned Lease.

Please stamp all counterparts of the enclosed document with your official re-
cording stamp. You will wish to retain one counterpart of the Lease for your files.
Kindly return the remaining counterparts to the undersigned.

Very truly yours,

Michael C. Bynane

The Chessie System railroads are the C&O, B&O, WM and affiliated lines. Chessie System, Inc.
is the parent for the railroads, Chessie Resources, Inc., Western Pocahontas Corp. and The Greenbrier.



Lessee: The Chesapeake and Ohio Railway Lessor: Harold K. Criswell, Weldon
Company J. Smith and Bruce L. Cronander,

as Trustee

Attachment A

Description of Equipment

Quantity Description I. D. No.

3 Tie Unloaders

1 Diesel H&L

1 Ballast Regulator BRD 901

1 Ballast Compactor

3 Brush Cutters

1 Brush Cutters

2 End Loaders

2 D-4 Bulldozer

1 D-6 Bulldozer

3 Backhoe Loaders

1 Tie Plate Broom

2 Junior Tampers

1 Tie Replacer

8 Ballast Regulators

3 8,000 Ib. Forklifts

1 6,000 Ib. Forklifts

9 8,000 lb.Forklifts

3 8,000 Ib. Forklifts

8 8,000 Ib. Forklifts
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EQUIPMENT LEASE RECORDATION NO*.y...V..~f.ffle<l 1«5

SEP 18 1979 -10 15 AM '_
INTERSTATE COMMERCE COMMISSION f

THIS EQUIPMENT LEASE is made as of the 2nd day of July, 1979, by and between
Harold K. Criswell, Weldon J. Smith and Bruce L. Cronander, not in their indi-
vidual capacities but solely as Trustee under a Trust Agreement dated as of the ,
date hereof (hereinafter called "Lessor") and The Chesapeake and Ohio Railway
Company, a Virginia corporation (hereinafter called "Lessee"). It is hereby
mutually agreed:

WITNESSETH:

1. Lease_. Lessor hereby agrees to lease to Lessee, and Lessee hereby agrees to
hire from Lessor, the unit or units of equipment, machinery or other personal prop-
erty (hereinafter called the "Equipment") described in the Equipment Lease Schedule
or Schedules, in substantially the form thereof attached hereto as Exhibit 1 (here-
inafter called the "Schedule" or "Schedules"), executed by the parties concurrently
herewith or hereafter with reference hereto. Each such Schedule shall be a separate
lease upon the terms contained herein and in the Schedule.

2. Tern... The term of any lease hereunder for a unit or units of Equipment shall
commence upon acceptance by Lessee, of such unit or units, evidenced by the execu-
tion and delivery of a Schedule relating thereto, and shall end at the expiration
of the term stated in the applicable Schedule or any renewal term pursuant thereto.

3. Rent. The rent for Equipment described in the Schedules shall be the amount
stated in the Schedules. Lessee shall pay Lessor the total rental without demand
in installments in arrears, in the amounts and at the times set forth in the
Schedules. Rent shall be payable to Lessor or its assignee (at such place as Lessor
or its assignee may from time to time designate in writing) and shall not abate for
any reason during the term.

4. Net Lease. This Lease is a net lease, and Lessee acknowledges and agrees that
Lessee's obligation to pay all rent and other monetary obligations of Lessee here-
under, and the rights of Lessor in and to such rent and other obligations, shall
be absolute and unconditional and shall not be subject to any abatement, reduction,
set-off., defense, counterclaim or recoupment ("Abatements") for any reason whatso-
ever, including, without limitation, Abatements due to any present or future claims
of Lessee against Lessor under this Lease or otherwise, or against the manufacturer
or vendor of any unit of Equipment. Except as otherwise expressly provided herein,
this Lease shall not terminate, nor shall the obligations of Lessee be affected, by
reason of any defect in or damage to, or any loss or destruction of, the Equipment
or any unit thereof from whatsoever cause, or the interference with the use thereof
by Lessor or any person, or the invalidity or unenforceability or lack of due auth-
orization of this Lease or for any other cause, whether similar or dissimilar to the
foregoing, any present or future law or regulation to the contrary notwithstanding, it
it being the express intention of Lessor and Lessee that all rent and other amounts
payable by Lessee hereunder shall be, and continue to be, payable in all events unless
the obligation to pay the same shall be terminated pursuant to the express provisions
of this Lease.

5. Licensing, Registration and Taxes. Lessee shall obtain such licensing and
registration of the Equipment as is required by law, and shall file appropriate
financing statements in each jurisdiction and with the Interstate Commerce Commission
with respect to the Equipment as Lessor shall reasonably require. In addition
to rent, Lessee shall pay and discharge when due all license, registration and
other fees, all assessments, sales, use, property and other taxes, together with
any fines, penalties or interest applicable thereto, now or hereafter imposed by
any State, Federal or local government upon or on account of the Equipment, or the
acquisition, purchase, leasing, use, possession or operation thereof, whether or
not measured by rental income received by Lessor (excluding, however, income taxes
based on net. income or gross receipts or gross income of Lessor), and whether the
same be payable by or assessed to Lessor or Lessee; provided, however, if under
local law or custom such payments may be made only by Lessor, Lessee shall promptly
notify Lessor and shall reimburse Lessor, upon demand, for all payments thereof
made by Lessor. If by law any such fee or tax is billed to Lessor, Lessee at its
expense will do any and all things required to be done by Lessor in connection
therewith and in payment thereof.



6. No Warranties by Lessor. Lessee acknowledges that Lessor is not the manu-
facturer or vendor of the Equipment, and that LESSOR MAKES NO WARRANTY, REPRE-
SENTATION, OR PROMISE, EXPRESS OR IMPLIED, AS TO THE CONDITION, QUALITY, MER-
CHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE OR ANY OTHER MATTER CONCERNING
THE EQUIPMENT OR THE MATERIALS OR WORKMANSHIP IN THE EQUIPMENT, OR THAT THE
EQUIPMENT IS FREE OF DEFECTS OR WILL SATISFY ANY REQUIREMENT FOR SPECIFIC
MACHINERY OR CAPACITY OR SPECIAL METHODS, ALL WARRANTIES BEING HEREBY EXPRESSLY
DISCLAIMED. Lessor shall have no obligation to install, erect, test, adjust or
service the Equipment. Responsibility for all matters regarding the Equipment
is to be borne by Lessee at its sole risk and expense. Lessee may obtain what-
ever installation and service to the Equipment the manufacturer or vendor cus-
tomarily renders, provided that no such installation or service be at the expense
of Lessor. Lessee hereby waives any claim it might have against Lessor for any
loss, damage or expense caused by the Equipment or by any defect therein, use or
maintenance thereof or servicing or adjustment thereto. During the period of any
lease hereunder in which Lessee renders faithful performance of its obligations,
Lessor hereby assigns to Lessee any factory or dealer warranty Lessor may have on
the Equipment covered by any lease hereunder. All such warranties are for the
benefit of both parties. Lessee shall make and enforce claims on any such warranty
at Lessee's expense. Lessor may but shall have no obligation whatsoever to claim
on or enforce any warranty. Any monetary recovery on any warranty shall be paid
to Lessee and Lessor. Proceeds of a warranty recovery shall be applied first to
satisfy any interest of Lessor and any remainder paid to Lessee.

7. Lessee's Inspection and Acceptance. All Equipment leased will be selected
by Lessee who shall select the manufacturer and the vendor thereof. Lessee agrees
Lessor shall have no duty or obligation whatsoever to inspect any Equipment.
Promptly after delivery and prior to executing the Schedule, Lessee, at its own
expense, shall cause an authorized representative of Lessee to inspect and test
each unit of Equipment and (a) if such unit is found by Lessee to be in good
order, to accept such unit, on behalf of and as an authorized representative of
Lessor,, or (b) if such unit is found by Lessee, acting in good faith, not to be
in good order, to return such unit to the manufacturer or vendor thereof.

8. Location, Use. All Equipment shall be leased by Lessee for use in Lessee's
business and shall be permanently kept and maintained at the location or loca-
tions shown on the applicable Schedule. Equipment may be relocated by Lessee with
Lessor's prior written consent. Lessee agrees to use the Equipment only for the
purposes for which it was manufactured.

Lessee shall not affix or attach any Equipment to real property or other personal
property without the prior written consent of Lessor. Lessee shall obtain written
agreements, releases and waivers, in form and substance acceptable to Lessor, from
all parties interested in such real or personal property (whether as owners, lien
holders, or otherwise), providing that all the Equipment shall be, and shall con-
tinue to be throughout the term of this Lease, personal property of Lessor under
applicable law, subject to this Lease, and that Lessor's title to, and right to
remove, the Equipment shall remain unencumbered, even though so affixed or attached.

Lessee shall use due care in connection with and shall comply with all laws, ordi-
nances and regulations relating to the possession, use, operation or maintenance
of the Equipment at Lessee's expense. Lessor may at any time during normal business
hours enter the premises where the Equipment may be located, solely at its own risk
and that of its agents for injury to their person or property, for the purpose of
examining the Equipment to insure compliance by Lessee with its obligations under
any lease made hereunder.

/

9. Repairs, Improvements. Lessee, at its expense, shall keep and maintain the
Equipment in good repair, condition and working order and shall keep the Equipment
protected from the elements. Any replacement made by Lessee upon a unit of Equip-
ment in connection with repairing such unit shall be considered an accession to such
unit, and title to such replacement part (any such replacement part being herein
referred to as a "Replacement Part") shall upon installation or affixation thereof,
automatically vest in Lessor. Effective upon installation or affixation of any
Replacement Part, Lessor shall be deemed to have disclaimed ownership of the orig-
inal part so replaced.
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Lessee may, without the prior written consent of Lessor, either (1) repair any
unit of Equipment by the installation of a Replacement Part, or (2) affix or
install any accessory, equipment or device on any unit of Equipment or make any
improvement or addition thereto (any such accessory, installed equipment or device,
improvement or addition affixed or installed pursuant to this clause (2) being
herein referred to as an "Improvement") if such Improvement is identifiable by
serial number or otherwise, will not impair the originally intended function or
use of any such unit and is readily removable without causing material damage
to such unit. Any other Improvement may be affixed or installed only with the
prior written consent of Lessor. Only such Improvements which are not so readily
removable and which have been attached or affixed to any unit with the consent
of Lessor pursuant to this paragraph shall upon attachment or affixation become
the property of Lessor and thereupon each such Improvement shall become a part
of the unit of Equipment to which it is affixed or on which it is installed. ,

10. Insurance. Lessee will, at all times prior to the return of the Equipment
to Lessor, at its own expense, cause to be carried and maintained with insurers '
of recognized standing (i) property insurance policies insuring against loss or
damage to the Equipment at the time subject hereto and (ii) public liability
insurance policies insuring against third party personal and property damage, and
Lessee will continue to carry such insurance with such deductibles, in such amounts
and for such risks as is consistent with prudent industry practice but in any event
with no greater deductibles and insured against by Lessee in respect of equipment
owned or leased by it similar in nature to the Equipment; provided, however,
Lessee may self-insure against the risks referred to in (i) above, by deductible
provisions or otherwise, but only to the extent that Lessee self-insures
against such risks with respect to similar property owned or leased by it and to the
extent such self-insurance is consistent with prudent industry practice. If Lessee
obtains insurance coverage for the Equipment against damage or loss, Lessor shall
be named as an additional insured on the policy as its interest may appear. Lessee
shall furnish Lessor with a certificate of such property insurance coverage includ-
ing a provision to notify Lessor in writing 10 days prior to cancellation or material
change in coverage. Lessor shall be named as an additional insured on all public
liability policies maintained pursuant to this paragraph 10, and Lessee shall fur-
nish Lessor with a certificate of liability insurance coverage including a provision
to notify Lessor in writing 10 days prior to cancellation or material change in cov-
erage.

I

11. Damage or Destruction. In the event of loss, theft or destruction of, and
damage to, any unit of Equipment from any cause whatsoever, whether or not cov-
ered by insurance, Lessee will give Lessor written notice forthwith upon the
occurrence of any such event. Should one or more units of Equipment suffer damage,
or be lost, stolen, or destroyed, for each such unit Lessee shall, at Lessor's
option either:

(a) Repair each unit damaged at Lessee's expense, in which event the lease
shall continue for such unit and the amount of insurance proceeds, if any, paid
on policies of insurance maintained by Lessee shall be applied to the cost of such
repair; or

(b) Replace the unit with similar equipment, acceptable to Lessor, at Lessee's
expense, in which event the lease shall continue for such equipment, and the amount
of insurance proceeds, if any, received by Lessor for such unit on policies of insur--
ance maintained by Lessee shall be paid to Lessee; or

(c) Pay Lessor the Stipulated Loss Value specified in the Schedule for the
unit, and the lease of such unit of Equipment and rental therefor shall terminate
with respect to the unit of Equipment for which Lessee has paid. Lessee shall be
entitled to receive any salvage value, and the amount of insurance proceeds, if
any, received by Lessor for such unit on policies of insurance maintained by Lessee.
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If the lease of any one or more but not all units of a lot of multiple units
leased pursuant to a single Schedule shall terminate pursuant to the foregoing
provisions, the lease of the remaining units of Equipment covered by such Schedule
shall nevertheless continue in full force and effect.

Except as provided in this Paragraph 11, Lessee shall bear the risk of loss and
shall not be released from its obligations hereunder in the event of any loss,
theft or destruction of, or damage to any unit of Equipment.

12. Indemnity. Lessee agrees to defend at its own cost and to indemnify and
hold harmless Lessor, its agents and employees, from and against any and all loss,
claims (including, without limitation, claims involving strict or absolute liability),
costs, expenses (including attorneys fees and legal expense), damages and liabilities
of every kind, however arising or caused, resulting directly or indirectly from or
in any manner connected with or pertaining to the Equipment, or any part thereof, or
ownership, shipment, transportation, delivery, possession, use, condition (including
without limitation, latent or other defects, whether or not discoverable by Lessor),
location, maintenance or operation thereof (including, without limitation, such
loss, claims, costs, expenses, damages and liabilities due to the death of or injury
to agents or employees of Lessee or Lessor or of any third person or damage to the
property of Lessee or Lessor, their agents or employees or any third person).

13. Tax Indemnification.

(a) This Lease has been entered into on the basis that Lessor, as the owner
of the Equipment, shall be entitled to such deductions, credits and other benefits
(such deductions, credits and other benefits being in this paragraph 13 called
"Benefits") as are provided by the Internal Revenue Code of 1954, as amended from
time to time, and the regulations thereunder (hereinafter called the "Code") to
an owner of property, including without limitation (a) deductions for depreciation
of each unit of the Equipment under section 167 of the Code commencing in the year
that such unit is delivered to Lessor on the basis (i) that each such unit will have
a basis under section 167(g) of the Code at least equivalent to the purchase price
of such unit; (ii) initially of .the declining balance method, using a rate equal
to 200% of the straight line rate, switching to the sum of the year-digits method
authorized by section 167(b)(2) and (3) of the Code; and (iii) with an estimated
useful life, as permitted by to U.S. Treasury Regulation Section 1,167(a)-l(b), of
8 years; and (b) an investment credit with respect to each unit of the Equipment
pursuant to section 38 of the Code in the year that such unit is delivered to Lessor
equivalent to 10% of the purchase price of such unit.

(b) Lessee agrees that neither it nor any corporation controlled by it, in
control of it, or under common control with it, directly or indirectly, will at
any time take any action or file any returns or other documents inconsistent with
the foregoing and that such corporations will file such returns, take such action
and execute such documents as may be reasonable and necessary to facilitate accom-
plishment of the intent thereof. Lessee agrees to keep and make available for
inspection and copying by Lessor such records as will enable Lessor to determine
the extent to which it is entitled to the Benefits.

(c) Lessee represents, warrants and agrees that (i) at the time of delivery
of the Equipment to Lessor, the Equipment will constitute "new section 38 property"
within the meaning of Section 48(b) of the Code and will not have been used by any
person so as to preclude "the original use of such property" within the meaning of
section 167(c)(2) of the Code from commencing with Lessor; and (ii) at all times
during the term of this Lease the Equipment will remain "section 38 property" with-
in the meaning of section 48(a) of the Code.

(d) If Lessor shall lose, or shall not have or shall lose the right to claim,
or there shall be disallowed or recaptured, any portion of the Benefits with respect
to any unit of Equipment as a result of any one or more of the following events
or circumstances (hereinafter called a "Loss"):

(i) any representation, warranty, fact, estimate, opinion or other
statement made or stated by Lessee (or any officer, employee or agent thereof)
contained herein or made in writing in connection herewith shall prove to be
fraudulent, untrue, incorrect, inaccurate, misleading or insufficient in
whole or in part; or Lessee shall take any action in respect of its income
tax returns or otherwise shall be inconsistent with, or in contravention
of, any of the transactions contemplated hereby; or Lessee (or any officer,
employee or agent thereof) shall take any other action whatsoever which
shall cause a Loss of any portion of the Benefits; or

-4-



(ii) the failure of Lessee to perform or observe any covenant,
condition or agreement to be performed or observed by it under this lease;

then (A) with respect to a Loss relating to the investment credit, Lessee shall
pay Lessor a sum which, in the reasonable opinion of Lessor, will cause Lessor
to realize the contemplated after-tax yields and after-tax cash flows which would
have been realized by it had such Loss not occurred (which sum shall be not less
than an amount which, after reduction by all taxes required to be paid by Lessor
in respect of the receipt of such sum under the laws of any federal, state, local
or other taxing authority in the United States, shall be equal to the sum of the
amount of investment credit so lost and the amount of any penalties or additions
to tax which may be payable by Lessor in connection with such Loss) which sum
shall be payable in a lump sum at such time as the tax and interest attributable
to such ̂ Loss are payable (but not sooner than 30 days after receipt by Lessee of
written notice from Lessor); and (B) with respect to any other Loss, commencing
with the next rental payment date occurring more than 30 days after written notice
of such Loss to Lessee by Lessor, the rental rates applicable to the affected unit
or units of Equipment shall be increased by an amount which, in the reasonable
opinion of Lessor, will cause Lessor to realize the contemplated after-tax yields
and after-tax cash flows which would have been realized by it had such Loss not
occurred.

(e) In addition, in the event and to the extent that the cost of any improve-
ment and/or addition to a unit of the Equipment made by Lessee, under and pursuant
to the terms of this Lease or otherwise, is required to be included in the gross
income of Lessor for Federal income tax purposes at any time prior to the time such
unit is disposed of in a taxable transaction, then a Loss shall be deemed to have
occurred, and commencing with the next rental payment date occurring more than 30
days after written notice of such Loss to Lessee by Lessor, the rental rates
applicable to the affected unit or units of Equipment shall be increased by an
amount which, in the reasonable opinion of Lessor, will cause Lessor to realize
the contemplated after-tax yields and after-tax cash flows which would have been
realized by it had such Loss not occurred.

(f) For purposes of this paragraph 13, a Loss shall occur upon the earliest
of (1) the happening of any event (such as a disposition or change in the use of any
unit of Equipment) which may cause such Loss, (2) the payment by Lessor to the
Internal Revenue Service of the tax increase resulting from such Loss, or (3) the
adjustment of the tax return of Lessor to reflect such Loss.

(g) It is also agreed that shall there occur any change in the Code or
Treasury regulations promulgated thereunder, such change to be first effective for
taxable periods beginning prior to delivery of any unit of Equipment, then the rent
set forth in each Schedule relating to any such unit of Equipment shall be adjusted
so as to maintain Lessor's after-tax yields and after-tax cash flows.

(h) All of Lessor's rights and privileges arising from the indemnities con-
tained in this Paragraph 13 shall survive the expiration or other termination of this
Lease with respect to any or all units of Equipment and such indemnities are ex-
pressly made for the benefit of, and shall be enforceable by Lessor, its successors
and assigns.

14. Default. Time is of the essence. Non-payment or delay by Lessee in the pay-
ment of any rental or other sum payable hereunder or under any Schedule, or non-
performance or failure by Lessee to fully perform any other covenant, condition or
obligation required of Lessee hereunder or under any Schedule, which non-payment,
delay, non-performance or failure shall have continued unremedied for a period of
10 days after receipt of written notice thereof from Lessor to Lessee, or can-
cellation of coverage by any carrier of insurance required hereunder or under any
lease, shall constitute a total breach and default by Lessee. If Lessee shall cease
to do business or become insolvent, or if an assignment for the benefit of creditors
is made by Lessee, or if Lessee commits any act of bankruptcy, or if any proceeding
in bankruptcy, insolvency, reorganization, arrangement, receivership, or proceeding
for the benefit of creditors is instituted by or against Lessee, and such proceeding
is not dismissed,' nullified, stayed or otherwise rendered ineffective within 60 days
after the institution of such proceeding, or if any levy or seizure is made on any
unit of Equipment, or if a receiver or trustee is appointed to take possession of
any unit of Equipment, such event shall constitute a total breach and default
by Lessee. Acceptance of payment shall not constitute a waiver of any default.
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In the event of default by Lessee, to the extent permitted by applicable law,
Lessor may exercise part or all of any one or more of the following rights and
remedies at any time and in any order separately or concurrently with respect
to any or all leases hereunder:

(a) Declare immediately due and payable, and upon demand Lessee will pay,
all the rent then unpaid for the full remaining term on any or all of the Equip-
ment leased to Lessee as Lessor may elect. Payment by Lessee shall not terminate
the lease of such Equipment or Lessor's right to recover possession of such Equip-
ment at the expiration of the term or sooner if Lessee shall continue in default
or suffer any subsequent default.

(b) Require Lessee to assemble and turn over to Lessor any or all of the
Equipment leased to Lessee as Lessor may elect. On demand of Lessor therefor,
Lessee agrees to assemble and turn over such Equipment to Lessor and if Lessee
fails to do so, Lessor shall have the right to recover and Lesse°e will immediately
pay Lessor, in addition to any other amounts, an amount equal to the Stipulated
Loss Value specified in the applicable Schedule for the time period immediately
following the last time period for which rent has been paid.

(c) Take possession of any or all Equipment leased, having for such pur-
pose the right to lawfully enter upon any premises where Equipment may be with-
out any court order or other process of law and repossess and remove said Equip-
ment, either with or without notice to Lessee, using all force permitted by law
so to do. Lessee waives all claims for damages because of entry or taking pos-
session, whether or not Lessee was in default at the time, if Lessor reasonably
believed that Lessee was in default. Taking possession of Equipment shall not
terminate the lease thereof unless Lessee is given a written notice electing
such termination by Lessor, Absent such written notice, the lease thereof shall
remain in effect and Lessee shall remain liable for all payments to be made there-
under.

(d) From time to time, with or without notice to Lessee and without terminating
the lease thereof, relet all or part of the Equipment to any other person or per-
sons at such rental and upon such covenants and conditions as Lessor shall determine
for a term or terms of any duration which may extend beyond the Expiration Date of
the term specified on the applicable Schedule. If Lessor relets any of the Equip-
ment and the rentals received therefrom be less than that agreed to be paid by
Lessee on the applicable Schedule, Lessee shall be liable for such deficiency which
shall be paid monthly or from time to time at Lessor's option. Notwithstanding,
any such reletting of Equipment without termination, Lessor may at any time there-
after by written notice to Lessee elect to terminate Lessee's lease thereof for
such previous default and enforce its rights on termination.

(e) Sell all or any part of the Equipment at a public or private sale held
with or without notice to Lessee. Sale of a unit of Equipment shall constitute an
election by Lessor to terminate the lease as to such unit and Lessor may enforce
its rights on termination. If Lessor sells any part of the Equipment, the parties
agree that the proceeds of sale, less an allowance to Lessor on account of the
residual value of the Equipment sold, shall be deemed to be the then reasonable
rental value of such Equipment for the balance of the stated term.

(f) Pursue any other remedy which Lessor may have hereunder, under any
other agreement with Lessee, or under the law. Lessor's rights and remedies are
cumulative and not alternative and may be enforced separately or concurrently.
Partial exercise of any right or remedy shall not preclude other or further
exercise thereof or of any other right or remedy. In addition to any other amounts,
Lessee shall be liable for and shall pay all costs and expenses of Lessor in
repossessing, transporting, storing, repairing, leasing, selling, or otherwise
handling the Equipment, and the reasonable attorneys' fees and legal expenses
actually incurred by Lessor in exercising rights and remedies.

15. Non-Waiver. Any forbearance, failure or delay by Lessor in exercising any
right or remedy hereunder or under any lease shall not be deemed to be a waiver1

of such right or remedy or of any default by Lessee, and any single or partial
exercise of any right or remedy shall not preclude the further exercise thereof.
No waiver of any of Lessee's obligations shall occur and all rights and remedies
of Lessor shall remain in full force and effect unless specifically waived in
writing signed by a duly authorized officer of Lessor.
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Lessee:

The Chesapeake and Ohio Railway Company
2 North Charles Street
Baltimore, Maryland 21201

Attention: James Ermer
Senior Assistant Treasurer

23. Nature of Transaction. Lessor makes no representation, express or implied,
concerning the nature or effect of transactions hereunder for tax or other pur-
poses.

24. General Provisions. Lessor shall not be liable to Lessee for any loss or
damage of any kind by reason of delay or failure in delivery of any Equipment.
Lessee shall pay all shipping charges and other expenses incurred in connection
with the delivery of the Equipment to Lessee not paid by the vendor.

Lessee shall give Lessor written notice forthwith in the event any levy, lien,
claim, or charge is imposed upon or asserted against any leased Equipment.
Should Lessee fail to pay any sum or perform any act required of Lessee, Lessor
may, but shall not be obligated to, make such payment or perform such act with-
out thereby waiving the default. Lessee will reimburse Lessor for any expense
or liability incurred by Lessor in so doing, together with interest thereon at
the rate of 10% per annum, payable on demand. If any installment of rent is not
paid within 10 days after it is due, Lessee agrees to pay Lessor a delinquency
charge in an amount equal to 5% of such installment. Lessor has no obligation to
accept late payment.

Lessee agrees
documents as
in any lease
Schedule any
therein. No
waive any of
on its behalf
an agreement

to execute and deliver to Lessor such notices, statements and other
Lessor may require to affirm or give notice of the interests of Lessor
or Equipment. Lessor is authorized to insert at any time in any
information, date or amount intended by the parties to be inserted
officer, employee or agent of either party shall have the power to
the terms or provisions hereof or to incur any additional obligations
unless such waiver or additional obligations are evidenced by
in writing signed by duly authorized officers of such parties.

Default by Lessor under any lease shall not excuse performance by Lessee under
any other lease. All of Lessee's covenants hereunder and under each lease shall
survive the delivery and return of the Equipment leased.

Paragraph headings are not a part of this Lease.

This Lease and all Schedules hereunder may be executed in counterparts, and each
such counterpart shall be an original, but all such counterparts shall together
constitute but one and the same instrument.

This Lease and all Schedules hereunder and any assignments thereof shall be gov-
erned by the laws of the State of California. If any provision of this Lease or
of the any lease hereunder violates any law, such provisions shall be considered
annulled and deemed severable from the remaining provisions which shall remain in
full force and effect.

IN WITNESS WHEREOF, the parties have executed this Lease on the day and year first
written above.

LESSEE LESSOR

THE CHESAPEAKE AND OHIO RAILWAY COMPANY

By_

APPROVED AS TO FORM

ASSISTANT GENERtt ATTORNEY
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HAROLD K. CRISWELL, WELDON J. SMITH
SID BRUCE L. CRONANDERANI

not in their individual capacities,
but Eolely~\a£

By

By



16. Assignment by Lessor. Lessor may assign, pledge or in any other
way transfer any lease hereunder 'or any interest therein, either in
whole or in part (all of the foregoing being herein referred to as
"assignment"), without notice to Lessee but Leasee shall be under no
obligation to any assignee of Lessor except upon written notice of
assignment to Lessee. No assignee shall be obligated to perform any
covenant, condition or obligation required to be performed by Lessor
unless the assignee assumes the Lessor's obligations in writing, 'except
that if Lessor has paid the amount of any advance rent or security
deposit to an assignee, such assignee shall be obligated to pay Lessee
any amount thereof remaining at the termination of the lease and Lessor
shall have no liability to Lessee for repayment thereof. No alteration
or modification of any lease hereunder may be made without the written
consent of the assignee of such lease after Lessee receives notice of
the assignment thereof.

17. Assignment by Lessee. Lessee shall not sell, assign, pledge,
hypothcate, or in any other way transfer any lease hereunder, or any
interest therein, nor sublet, lend, hypothcate, or in any other way
transfer any Equipment, or any interest therein, or part with possession
or control of any Equipment without the prior written consent of Lessor,
which consent shall not be unreasonably withheld, except that Lessee may
sub-lease the Equipment or any unit of Equipment to the Baltimore and
Ohio Railroad Company or the Western Maryland Railway Company without
'Lessor's prior consent, and provided that any sub-lease shall not release
Lessee from its obligations to Lessor under this Lease. Consent to any
of the foregoing acts shall not constitute or be deemed to be consent to
any other or subsequent such act or acts.

18. Ownership by Lessor. Title to the Equipment shall at all times
remain in Lessor and the Equipment shall at all times remain the sole
and exclusive property of Lessor. Lessor may grant third parties a
security interest in any Equipment and in such event, Lessee agrees to
execute any document reasonably required by Lessor in connection there-
with. Lessee shall prominently affix to the Equipment and maintain any
labels, plates or other markings from time to time provided by Lessor
stating that the Equipment is owned and leased by Lessor and shall keep
the Equipment free and clear of all liens, claims, and charges incurred
by Lessee.

19. Surrender of Equipment. Upon the expiration or termination of any
lease hereunder, Lessee shall return each item of Equipment to Lessor,
free of all advertising or insignia placed thereon by Lessee (except
those required by Lessor), and in good condition, repair and working
order, ordinary wear and tear excepted. The Equipment shall be returned
by Lessee at Lessee's expense, by delivering the Equipment to Lessor
F.O.B. flat at the nearest railhead. If Equipment is returned in con-
dition other than as stated herein, Lessee shall pay for the necessary
repairs to place it in such condition.

20. Financial Reports. Lessee will furnish to Lessor as soon as avail-
able and in any event within 120 days after the end of each fiscal year
of Lessee one copy of the balance sheet of Lessee and of the related
statements of income and retained earnings of Lessee for such fiscal
year, all in reasonable detail and stating in comparative form the
figures*as of the end of and for the previous fiscal year, and certified
by Lessee's independent public accountants. Lessee shall also furnish
to Lessor such other financial information, statements and reports as
Lessor may from time to time reasonably request and which relate to the
Equipment or Lessee'stability to meet its obligations under this Lease.

21. Attorney Fees. In the event any action or proceeding is brought to
enforce the rights or obligations of the parties hereunder, or under any
lease hereunder, or under any other instrument or document executed in
connection herewith, the prevailing party in such action, in addition to
any other relief, shall be entitled to recover its reasonable attorneys
fees and legal expense incurred.

22. Notices. All notices required or permitted under any lease here-
under shall be sufficient if delivered personally or mailed to the party
at the address hereinafter set forth, >or at such other address as either
party may designate in writing from time to time. Any such notice shall
be effective forty-eight (48) hours after it has been deposited in the
United States mail, certified, postage prepaid, duly addressed as follows:

Lessor: Harold K. Criswell, Weldon J. Smith
and Bruce L. Cronander as Trustee

% Matrix Leasing International Inc.
555 California Street
San Francisco, California 94014



EXHIBIT 1

Harold K. Criswell, Weldon J. Smith and Bruce L. Cronander
not in their individual capacities but solely as Trustee

as Lessor

THE CHESAPEAKE AND OHIO RAILWAY COMPANY

as Lessee

Equipment Lease Schedule No. • .

to

Equipment Lease Dated July 2, 1979

The Equipment described below (the "Equipment") is hereby leased by Lessor to
Lessee for business use on the terms and conditions of this Schedule and the
Equipment Lease between the parties dated as of July 2, 1979 (the "Equipment
Lease").

1. Description of the Equipment: „

Manufacturer I.D. or Unit Lessor's Total
Quantity or Vendor Description Serial No. Cost Cost

3 Various Tie Unloaders (to follow) $ 78,000 $ 234,000
1 " Diesel H & L " 56,000 56,000
1 " Ballast Regulator " 58,190 58,190
1 " " Compactor " 35,000 35,000
3 " Brush Cutters " 104,776 314,328
1 " " " " 104,776 ^ 104,776
2 " End Loaders " 69,216 138,432
2 " D-4 Bulldozer " 52,530 105,060
1 " D-6 Bulldozer " 99,498 99,498
3 " Backhoe Loaders " 35,835 107,505
1 " Tie Plate Broom " 25,750 25,750
2 " Junior Tampers " 80,418 160,836
1 " Tie Replacer " 30,900 30,900
8 " Ballast Regulators " 59,936 479,488
3 " 8,000 Ib Forklifts " 28,270 84,810
1 " 6,000 Ib Forklifts " 26,550 26,550
9 " 8,000 Ib Forklifts " 25,000 225,000
3 " 8,000 Ib Forklifts " 27,000 81,000
8 " 8,000 Ib Forklifts " 28,270 226,160

Total $2,593,283

2. Lessee hereby certifies that it has received, inspected and tested the
Equipment and found it to be in good working order and condition. Lessee here-
by accepts the Equipment under and pursuant to the Equipment Lease and certifies
that the Equipment Lease and certifies that the Equipment will be located at the
following location or locations:



3. Rent.

Lessor's Cost: $2,593,283 (estimated ,

Basic Term: December 15, 1979 - December 14, 1987

First Basic Rent Date; - June 15, I98Q '_ '

Last Basic Rent Date: December 14, 1987

Basic Rent Dates: i each June 15 and December 15

Basic Lease Rate Factor: 6.915228%

Daily Lease Rate Factor: .33#§£8% . DS Z

Renewal Lease Rate Factor: 3.457614%

Lessee agrees to pay Lessor, and Lessor agrees to accept from "Lessee, rent for the
Equipment as follows: >

a. As Interim Rent, in arrears, an amount equal to the Daily Lease Rate Factor
(computed on the basis of a 30-day month) applicable to the Equipment multi-
plied by the Lessor's Cost of the Equipment for each day for the period from
and including the date of acceptance until the date of commencement of the
Basic Term, payable on the date of commencement of the Basic Term.

b. As Basic Rent, payable semi-annually in arrears, an amount on each Basic Rent
Date from and including the First Basic Rent Date to and including the Last
Basic Rent Date equal to the Basic Lease Rate Factor applicable to the
Equipment multiplied by the Lessor's Cost of the Equipment.

4. Purchase and Renewal Options; Provided that this lease has not earlier been
terminated and Lessee is not in default hereunder, Lessee may, by written notice
delivered to Lessor not less than six months prior to the end of the Basic Term
or any extended term of this lease, as the case may be, (i) elect to extend the
term of this lease in respect of all or any of the units of Equipment then subject
to this lease, for two additional one-year periods commencing on the scheduled
expiration of the Basic Term of this lease at the Renewal Lease Rate Factor
payable semi-annually in arrears each June 15 and December 15 or (ii) elect to
purchase all or any of the units of Equipment then subject to this lease for a
purchase price equal to the "Fair. Market Value" (as defined below) of such units
as of the end of the original or extended term of this lease, as the case may be.

Fair Market Value shall be determined on the basis of, and shall be equal in amount
to, the value which would obtain in an arm's-length transaction between an informed
and willing buyer-user (other than (i) a lessee currently in possession and (ii)
a used equipment dealer) and an informed and willing seller under no compulsion x

to sell and, in such determination, costs of removal from the location of current
use shall not be a deduction from such value. If on or before four months prior
to the expiration of the term of this lease, Lessor and Lessee are unable to agree
upon a determination of the Fair Market Value of the units, such value shall be
determined in accordance with the foregoing definition by a qualified indepedent
Appraiser. The term Appraiser shall mean such independent appraiser as
Lessor may select with the approval of Lessee, or failing such approved selection,
a panel of three independent appraisers, one of whom shall be selected by Lessor,
the second by Lessee and the third designated by the first two so selected. The
Appraiser shall be instructed to make such determination within a period of 30 days
following appointment and shall promptly communicate such determination in writing
to Lessor and Lessee. The determination so made shall be conclusively binding
upon both Lessor and Lessee. The expenses and fees of the Appraiser shall be borne
by Lessee.

Upon payment of the purchase price, Lessor shall upon request of Lessee execute and
deliver to Lessee, or to Lessee's assignee or nominee, a bill of sale (without
representations or warranties except that such units are free and clear of all
claims, liens, security interests and other encumbrances by or in favor or any per-
son claiming by, through or under Lessor) for such units, and such other documents
as may be reasonably required to release such units from the terms and scope of
this lease and to transfer title thereto to Lessee or such assignee or nominee, in
such form as may be reasonably requested by Lessee's expense.



5. Stipulated Loss Value: The amount to be paid as Stipulated Loss Value
pursuant to paragraph 11 of the Equipment Lease shall be the amount arrived
at by multiplying the Lessor's Cost of the affected unit or units of Equipment
by the percentage set forth in Exhibit A hereto (which is by this reference
hereby made a part of this lease) opposite the Rent Payment Period next suc-
ceeding the occurrence of the event resulting in such payment.

IN WITNESS WHEREOF, the parties have executed this Equipment Lease Schedule
on the day of , 19 .

HAROLD K. CRISWELL, WELDON J. SMITH
AND BRUCE L. CRONANDER not in their
individual capacities but solely
as Trustee

By

By

THE CHESAPEAKE AND OHIO RAILWAY COMPANY

By

Lessee

By

Lessor

V
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SCHEDULE A

STIPULATED LOSS VALUES

For Rent Payment Period '
on or Before Stipulated Loss Value

12/79 108.1231
6/80 106.6144
12/80 . 104.7068
6/81 102.4276
12/81 99.8246
6/82 96.9089
12/82 86.6292
6/83 83.1739
12/83 79.4833
6/84 75.5472
12/84 ' 64.3048
6/85 59.9316
12/85 55.3727
6/86 50.6087
12/86 38.5909
6/87 33.4853
12/87 28.2496
6/88 26.2925
12/88 24.3076
6/89 22.2520
12/89 and thereafter 20.0000

\


